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By Commttee on Ways & Means

Strike everything after the enacting clause and insert the
fol | ow ng:

"NEW_SECTION. Sec. 1. Unless the context clearly requires
otherwse, the definitions in this section apply throughout this
chapter.

(1) "Applicant"” nmeans a person applying for a tax deferral under
this chapter.

(2) "Departnment" neans the departnent of revenue.

(3) "Eligible investnent project” nmeans an i nvestnent project that:
(a) Does not qualify as an eligible investnent project under chapter
82.60 RCW and (b) is located in a county with a popul ati on density of
nmore than five hundred persons per square mle that does not contain a
communi ty enpower nent zone desi gnated under RCW43. 31C. 020, and that is
not one of the three nost popul ous counties in this state.

(4)(a) "Initiation of construction” neans the date that a buil ding
permt is issued under the building code adopted under RCW 19.27.031
for:

(1) Construction of the qualified building, if the wunderlying
ownership of the building vests exclusively with the person receiving
the econom c benefit of the deferral;

(1i) Construction of the qualified building, if the economc
benefits of the deferral are passed to a | essee as provided in section
2 of this act; or

(ti1) Tenant inprovenents for a qualified building, if the economc
benefits of the deferral are passed to a | essee as provided in section
2 of this act.

(b) "Initiation of construction” does not include soil testing,
site clearing and grading, site preparation, or any other related
activities that are initiated before the i ssuance of a building permt
for the construction of the foundation of the buil ding.
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(c) If the investnment project is a phased project, "initiation of
construction"” applies separately to each phase.

(5) "lnvestnment project” nmeans an i nvestnent of twenty-five mllion
dollars in qualified buildings, qualified machinery and equi pnent, or
both, including I|abor and services rendered in the planning,
installation, and construction of the project.

(6) "Manufacturing"” has the sanme neaning as "to manufacture" in RCW
82.04.120 and includes the activities of processors for hire.

(7) "Person" has the neaning given in RCWS82. 04. 030.

(8) "Qualified buildings" neans construction of new structures, and
expansion or renovation of existing structures for the purpose of
increasing floor space or production capacity, used for renewable
energy manufacturing, research and devel opnent, or both. "Qualified
bui | di ngs" include plant offices, warehouses, or other facilities for
the storage of raw material or finished goods, if such facilities are
an essential or an integral part of a factory, plant, or |aboratory
used for renewabl e energy manufacturing, research and devel opnent, or
bot h.

(9) "Qualified machi nery and equi pnmrent” means all industrial and
research fixtures, equipnent, and support facilities that are an
integral and necessary part of a renewable energy manufacturing or
research and devel opnent oper ati on. "Qualified nmachinery and
equi pnent” includes: Conputers; software; data processing equi pnent;
| aborat ory equi pnent; manufacturing conponents such as belts, pulleys,
shafts, and noving parts; nolds, tools, and dies; operating structures;
and all equi pnent used to control or operate the machinery.

(10) "Recipient" nmeans a person receiving a tax deferral under this
chapter.

(11) "Renewabl e energy manufacturing” nmeans the manufacturing of
materials, conponents, or equipnent for solar, wnd, bioenergy, or
geot hermal energy systens.

(12) "Research and devel opnent” neans the devel opnent, refinenent,
testing, marketing, and commercialization of a product, service, or
process related to renewable energy manufacturing before comrerci al
sal es have begun. As used in this subsection, "comercial sales”
excludes sal es of prototypes or sales for nmarket testing if the total
gross receipts fromsuch sales of the product, service, or process do
not exceed one mllion dollars.
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NEW SECTION. Sec. 2. (1) The lessor or owner of a qualified
building is not eligible for a deferral under this chapter unless:

(a) The wunderlying ownership of the buildings, mchinery, and
equi pnent vests exclusively in the sanme person; or

(b)(i) The lessor by witten contract agrees to pass the economc
benefit of the deferral to the lessee in the form of reduced rent
paynments; and

(i1) The |l essee that receives the econom c benefit of the deferral
agrees in witing with the departnent to conplete the annual survey
under section 6 of this act.

(2) The economc benefit of the deferral to the |essee may be
evidenced by any type of paynent, credit, or any other financial
arrangenent between the | essor or owner of the qualified building and
t he | essee.

NEW SECTION. Sec. 3. If a building is used partly for renewable
energy manufacturing or research and devel opnent and partly for other
pur poses, the applicable tax deferral must be determned by
apportionnent of the costs of construction under rules adopted by the
depart nent.

NEW SECTION. Sec. 4. (1) Application for deferral of taxes under
this chapter nust be made before initiation of construction of the
i nvestnment project or acquisition of machinery and equipnent. The
application nust be made to the departnent in a form and mnmanner
prescribed by the departnment. The application nust contain information
regarding the location of the investnent project, estimted or actual
costs of the investnent project, tinme schedules for conpletion and
operation, and other information required by the departnent.

(2) The department nust rule on the application within sixty days.
The departnent nust keep a running total of all deferrals granted under
this chapter during the 2009-2011 fi scal biennium

NEW SECTION.  Sec. 5. (1) The departnent nust issue a sales and
use tax deferral certificate for state and | ocal sales and use taxes
i nposed or authorized under chapters 82.08, 82.12, 82.14, and 81.104
RCW on each eligible investnent project.

(2) This section expires June 30, 2011.
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NEW SECTION.  Sec. 6. (1)(a) The legislature finds that
accountability and effectiveness are inportant aspects of setting tax
policy. In order to make policy choices regarding the best use of
limted state resources the |legislature needs information on how a tax
i ncentive is used.

(b) Each recipient of a deferral granted under this chapter nust
conpl ete an annual survey. |f the econom c benefits of the deferra
are passed to a |l essee as provided in section 2 of this act, the | essee
nmust conpl ete the annual survey and the applicant is not required to
conpl ete the annual survey. The survey is due by April 30th of the
year followi ng the calendar year in which the investnment project is
certified by the departnent as having been operationally conplete and
each of the seven succeedi ng cal endar years. The departnent may extend
the due date for tinely filing of annual surveys under this section as
provided in RCW82.32.590. The survey nust include the amount of tax
deferred. The survey nmust also include the follow ng information for
enpl oynent positions i n Washi ngt on:

(i) The nunber of total enploynent positions;

(i) Full-tinme, part-tine, and tenporary enploynent positions as a
percent of total enploynent;

(ii1) The nunber of enpl oynent positions according to the follow ng
wage bands: Less than thirty thousand dollars; thirty thousand doll ars
or greater, but |ess than sixty thousand dollars; and sixty thousand
dollars or greater. A wage band containing fewer than three
i ndi vi dual s may be conbi ned w th anot her wage band; and

(1v) The nunber of enploynment positions that have enpl oyer-provi ded
medi cal , dental, and retirenent benefits, by each of the wage bands.

(c) As part of the annual survey, the departnment nay request
additional information necessary to neasure the results of, or
determne eligibility for, the deferral program

(d) If the person filing a survey under this section did not file
a survey with the departnent in the previous cal endar year, the survey
filed under this section nust also include the enploynent, wage, and
benefit information required under (b)(i) through (iv) of this
subsection for the calendar year immediately preceding the preceding
cal endar year.

(e)(i) Except as otherwise provided, all information collected
under this subsection, except the amount of the tax deferral taken, is
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deened taxpayer information under RCW 82. 32. 330. I nformation on the
anount of tax deferral taken is not subject to the confidentiality
provi sions of RCW 82.32.330 and may be disclosed to the public upon
request, except as otherwi se provided in this subsection.

(ii) I'f the amount of the tax deferral taken as reported on the
survey is different than the anount actually taken or otherw se all owed
by the departnent based on information known to the departnent, the
anount actually taken or allowed may be di scl osed.

(iii1) Recipients for whom the actual anount of the tax deferra
taken is less than ten thousand dollars during the period covered by
the survey may request the departnent to treat the anount of the tax
savi ngs as confidential under RCW82. 32. 330.

(f) The departnent nust use the information fromthis section to
prepare summary descriptive statistics by category. No fewer than
three taxpayers may be included in any category. The departnent nust
report these statistics to the | egislature each year by Cctober 1st.

(2)(a) If arecipient of the deferral fails to conplete the annual
survey required under subsection (1) of this section by the date due or
any extension under RCW 82.32.590, twelve and one-half percent of the
deferred tax is inmmediately due. If the economc benefits of the
deferral are passed to a | essee as provided in section 2 of this act,
the I essee will be responsible for paynment to the extent the | essee has
received the econom c benefit. The departnent nmust assess interest,
but not penalties, on the anounts due under this section. The interest
must be assessed at the rate provided for delinquent taxes under
chapter 82.32 RCW and accrues until the anmounts due are repaid.

(b) A recipient who nust repay deferred taxes under section 7(2) of
this act because the departnent has found that an i nvestnent project is
used for purposes other than renewabl e energy manufacturing or research
and devel opnent is no longer required to file annual surveys under this
section beginning on the date an investnent project is used for
nonqual i fyi ng purposes.

NEW SECTION. Sec. 7. (1) Except as provided in subsection (2) of
this section, taxes deferred under this chapter need not be repaid.

(2) If, on the basis of the survey under section 6 of this act or
ot her information, the departnent finds that an investnent project is
used for purposes other than renewabl e energy manufacturing or research
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and devel opnent at any tine during the calendar year in which the
investnment project is certified by the departnent as having been
operationally conpleted, or at any time during any of the seven
succeedi ng cal endar years, a portion of deferred taxes are i medi ately
due according to the foll ow ng schedul e:

Y ear inwhich % of deferredtaxes due

nonqualifying useoccurs

1 100%
2 87.5%
3 75%
4 62.5%
5 50%
6 37.5%
7 25%
8 12.5%

(3) The department nust assess interest, but not penalties, on the
deferred taxes under subsection (2) of this section. The interest nust
be assessed at the rate provided for delinquent taxes under chapter
82.32 RCW retroactively to the date of deferral, and accrues until the

deferred taxes are repaid. The debt for deferred taxes will not be
extingui shed by insolvency or other failure of the recipient. Transfer
of ownership does not termnate the deferral. The deferral is

transferred, subject to the successor neeting the eligibility
requirenments of this chapter, for the remaining periods of the
deferral

(4) Notw t hstandi ng subsection (2) of this section, deferred taxes
on the foll ow ng need not be repaid:

(a) Machi nery and equi pnent, and sal es of or charges made for | abor
and services, which at the time of purchase would have qualified for
exenption under RCW82. 08. 02565; and

(b) Machinery and equi pnent which at the tinme of first use would
have qualified for exenption under RCW82. 12. 02565.

NEW__ SECTI ON.  Sec. 8. Chapter 82.32 RCW applies to the
adm ni stration of this chapter.
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NEW SECTION. Sec. 9. Applications approved by the departnent
under this chapter are not confidential and are subject to disclosure.

Sec. 10. RCW82.32.590 and 2008 ¢ 81 s 13 and 2008 c¢c 15 s 7 are
each reenacted and anended to read as foll ows:

(1) If the departnent finds that the failure of a taxpayer to file
an annual survey or annual report under section 6 of this act or RCW
82.04. 4452, 82.32.5351, 82.32.650, 82.32.630, 82.32.610, 82.82.020, or
82.74.040 by the due date was the result of circunstances beyond the
control of the taxpayer, the departnent shall extend the tine for
filing the survey or report. Such extension shall be for a period of
thirty days from the date the departnment issues its witten
notification to the taxpayer that it qualifies for an extension under
this section. The departnent may grant additional extensions as it
deens proper.

(2) I'n making a determ nation whether the failure of a taxpayer to
file an annual survey or annual report by the due date was the result
of circunstances beyond the control of the taxpayer, the departnent
shal | be guided by rules adopted by the departnent for the waiver or
cancel l ati on of penalties when the underpaynent or untinely paynent of
any tax was due to circunstances beyond the control of the taxpayer.

Sec. 11. RCW82.32.600 and 2008 ¢ 81 s 14 and 2008 c 15 s 8 are
each reenacted and anended to read as foll ows:

(1) Persons required to file annual surveys or annual reports under
section_6_of this_ act_ or RCW 82.04.4452, 82.32.5351, 82.32.545,
82.32.610, 82.32.630, 82.82.020, or 82.74.040 nust electronically file
with the departnment all surveys, reports, returns, and any other forns
or information the departnent requires in an electronic format as
provi ded or approved by the departnment. As used in this section,
"returns” has the sane neaning as "return” in RCW82. 32. 050.

(2) Any survey, report, return, or any other form or informtion
required to be filed in an electronic format under subsection (1) of
this section is not filed until received by the departnent in an
el ectronic format.

(3) The departnent nmay waive the electronic filing requirenment in
subsection (1) of this section for good cause shown.
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NEW SECTION. Sec. 12. A new section is added to chapter 82.04 RCW
to read as foll ows:

(1) I'n conputing the tax inposed under this chapter, a renewable
energy manufacturer may claim a credit for its eligible investnent
project expenditures occurring after the effective date of this act
t hrough June 30, 2014.

(2) Any credits earned under this section nust be accrued and
carried forward and may not be used until July 1, 2011. The credit is
equal to the anmount of eligible investnment project expenditures,
multiplied by the rate of fifteen percent. Credit may be carried over
and used until June 30, 2024. The credit clai ned agai nst taxes due for
each cal endar year nust not exceed the anpbunt of tax otherw se due
under this chapter for the cal endar year. Refunds nay not be granted
in the place of a credit.

(3) Credits are available on a first in-tine basis. The departnment
must disallow any credits, or portion thereof, that would cause the
total amount of credits clainmed statew de under this section in any
fiscal year to exceed the followwng limts: Two mllion five hundred
thousand dollars for fiscal year 2012, two mllion five hundred
t housand dollars for fiscal year 2013, five mllion dollars for fiscal
year 2014, and five mllion dollars for each fiscal year thereafter
until the fiscal year ending June 30, 2024. If the fiscal year
l[imtation is reached, the departnent shall provide notification to
persons claimng credits that the annual statewide |limt has been net.
The notice nmust indicate the anbunt of tax due and shall provide that
the tax be paid within thirty days fromthe date of such notice. The
departnment may not assess penalties and interest as provided in chapter
82.32 RCWon the anobunt due in the initial notice if the anmount due is
paid by the due date specified in the notice, or any extension thereof.

(4) The definitions in this subsection apply throughout this
section unless the context clearly requires otherw se.

(a) "Eligible investnent project” means an i nvestnent project that:
(i) Does not qualify as an eligible investnent project under chapter
82.60 RCW and (ii) is located in a county with a popul ati on density of
more than five hundred persons per square mle that does not contain a
communi ty enpower nent zone desi gnated under RCWA43. 31C. 020, and that is
not one of the three nost popul ous counties in this state.
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(b) "Eligible investnent project expenditures” neans actua
expenditures for an eligible investnent project, including |abor and
services rendered in the planning, installation, and construction of
t he project.

(c) "lnvestnment project” neans a twenty-five mllion dollar
investnment in qualified buildings, qualified machinery and equi pnent,
or both.

(d) "Manufacturing"” has the sanme neaning as "to manufacture" in RCW
82.04.120 and includes the activities of processors for hire.

(e) "Person" has the neaning given in RCWS82. 04. 030.

(f) "Qualified buildings" neans construction of new structures, and
expansion or renovation of existing structures for the purpose of
increasing floor space or production capacity, used for renewable
energy manufacturing, research and devel opnment, or both. "Qualified
bui | di ngs" include plant offices, warehouses, or other facilities for
the storage of raw material or finished goods, if such facilities are
an essential or an integral part of a factory, plant, or |aboratory
used for renewabl e energy manufacturing, research and devel opnent, or
bot h.

(g) "Qualified machinery and equi prent” means all industrial and
research fixtures, equipnent, and support facilities that are an
integral and necessary part of a renewable energy manufacturing or
research and devel opnent oper ati on. "Qualified nmachinery and
equi pnent"” includes: Conputers; software; data processing equi pnent;
| aborat ory equi pnent; manufacturing conponents such as belts, pulleys,
shafts, and noving parts; nolds, tools, and dies; operating structures;
and all equi pment used to control or operate the machinery.

(h) "Renewabl e energy manufacturing" neans the manufacturing of
materials, conponents, or equipnent for solar, wnd, bioenergy, or
geot hermal energy systens.

(i) "Research and devel opnent"” neans the devel opnent, refinenent,
testing, marketing, and commercialization of a product, service, or
process related to renewable energy manufacturing before comrerci al
sales have begun. As wused in this subsection, "comercial sales"
excludes sal es of prototypes or sales for market testing if the total
gross receipts fromsuch sales of the product, service, or process do
not exceed one mllion dollars.
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(5 In addition to all other requirenents under this title, a
person claimng the credit under this section nust file a conplete
annual report with the departnment under section 13 of this act.

(6) Credit may not be clainmed for expenditures for which a credit
i s clainmed under RCW 82. 04. 4452.

(7) This section expires June 30, 2024.

NEW SECTION. Sec. 13. A newsection is added to chapter 82.32 RCW
to read as foll ows:

(1)(a) Every person claimng a tax preference that requires a
report under this section nust file a conplete annual report with the
departnent. The report is due by April 30th of the year foll ow ng any
cal endar year in which a person becones eligible to claim the tax
preference that requires a report under this section. The departnent
may extend the due date for tinely filing of annual reports under this
section as provided in RCW82. 32. 590.

(b) The report must include information detailing enploynent,
wages, and enployer-provided health and retirenent benefits for
enpl oynment positions in Washington for the year that the tax preference
was cl ai ned. However, persons engaged in manufacturing conmercial
ai rpl anes or conponents of such airplanes may report enploynent, wage,
and benefit information per job at the manufacturing site for the year
that the tax preference was clained. The report mnmust not include nanes
of enployees. The report nust also detail enploynment by the total
nunber of full-time, part-time, and tenporary positions for the year
that the tax preference was cl ai ned.

(c) Persons receiving the benefit of the tax preference provided by
RCW 82. 16. 0421 or claimng any of the tax preferences provided by RCW
82.04.2909, 82.04.4481, 82.08.805, 82.12.805, or 82.12.022(5) nust
i ndicate on the annual report the quantity of product produced in this
state during the tinme period covered by the report.

(d) If a person filing a report under this section did not file a
report wth the departnment in the previous cal endar year, the report
filed under this section nust also include enploynent, wage, and
benefit information for the cal endar year imediately preceding the
cal endar year for which a tax preference was cl ai ned.

(2) As part of the annual report, the departnment may request

Oficial Print - 10 2130-S2 AMS WM S3220. 1
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additional information necessary to neasure the results of, or
determne eligibility for, the tax preference.

(3) Oher than information requested under subsection (2) of this
section, the informati on contained in an annual report filed under this
section is not subject to the confidentiality provisions of RCW
82.32.330 and may be disclosed to the public upon request.

(4) Except as otherw se provided by law, if a person clains a tax
preference that requires an annual report under this section but fails
to submt a conplete report by the due date or any extension under RCW
82.32.590, the departnent nust declare the anount of the tax preference
clainmed for the previous calendar year to be imediately due and
payabl e. The departnent nust assess interest, but not penalties, on
t he anmbunts due under this subsection. The interest nust be assessed
at the rate provided for delinquent taxes under this chapter,
retroactively to the date the tax preference was cl ained, and accrues
until the taxes for which the tax preference was clained are repaid.
Amounts due under this subsection are not subject to the
confidentiality provisions of RCW82.32.330 and may be disclosed to the
publ i c upon request.

(5) The departnent nust use the information fromthis section to
prepare summary descriptive statistics by category. No fewer than
three taxpayers may be included in any category. The departnent nust
report these statistics to the | egislature each year by Cctober 1st.

(6) For the purposes of this section:

(a) "Person" has the neaning provided in RCW 82.04.030 and al so
includes the state and its departnments and institutions.

(b) "Tax preference" has the neaning provided in RCW43. 136. 021 and
includes only the tax preferences requiring a survey under this
section.

NEW SECTION. Sec. 14. Sections 1 through 9 of this act constitute
a new chapter in Title 82 RCW"
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